In the pre-crisis period, substantial current account imbalances built up in the euro area. Despite recent progress in economic rebalancing, especially in the countries mostly affected by the euro debt crisis, a controversial debate is still raging about past causes, current interpretations and future outlooks for the current account positions of euro area countries. This article examines ten common claims often heard in the public debate and critically discusses their economic foundation.
The trade surplus of the euro area is problematic and will defi nitely lead to an appreciation of the euro
The rebalancing in southern euro area countries and the more moderate (or absent) reduction in current account surpluses ( Figure 1 ) has led to a signifi cant rise in the current account balance of the euro area overall up to 1.8 per cent of GDP on average in the fi rst three quarters of 2013 (and 2.2 per cent of GDP in Q3 2013) according to Eurostat data ( Figure 2 ). This development is regarded as problematic by some observers, particularly because of the fear that the higher current account balance could lead to a signifi cant appreciation of the euro.
2 In that case, the danger would arise that, in particular, the rebalancing in southern euro area countries (but also of other countries such as France) could be severely hampered as price competitiveness would be eroded.
To evaluate these proposals, two questions need to be answered:
• How problematic is a current account surplus of the euro area in the fi rst place?
• How big is the danger of a euro appreciation?
Concerning the fi rst question, the extent of the current account surplus of the euro area does not appear particularly problematic at and around the current level. In fact, research by the IMF and the European Commission shows that several structural factors can explain a moderate surplus of the euro area's current account -the most important of which are its demographics, the welfare level, and (in the coming years) the pace of fi scal consolidation and of the deleveraging in the private sector. 3 In addition, the euro does not appear to be signifi cantly over-or undervalued. Regarding the second question, it is true that if the current account surplus rose substantially further, this could lead to a strengthening of the euro. Whether this will be the case or not depends on, among other issues, the development of the euro exchange rate against the US dollar, as the United States ranks among the euro area's most important trading partners and because many emerging markets particularly in Asia closely align their currencies to the US dollar.
However, the connection between the euro-dollar exchange rate and the current account surplus might not be as strong as often thought. A brief glance at Figure 2 provides a fi rst indication of the relatively loose relationship. Moreover, current accounts are only one of the infl uencing factors on exchange rates. Capital fl ows are generally regarded to be more important determinants. They tend to be infl uenced by differentials between growth and interest rates between the euro area and the United States. Both factors are likely to work against an appreciation of the euro in the near future:
• The economy in the United States is forecast to pick up more strongly than that in the euro area with a GDP growth rate of 2.8 per cent in 2014 compared to 1.1 in the euro area (according to Consensus Forecasts of March 2014).
• Long-term interest rates in the USA have already risen up to around 2.8 per cent for ten-year government bonds -compared to still only about 1.6 per cent in Germany. The Fed has also recently announced that it will start raising interest rates even sooner than previously expected.
This constellation should, ceteris paribus, lead to higher net capital fl ows from the euro area to the USA -and thus more likely to a depreciation (and not an appreciation) of the euro against the US dollar. In fact, the recent abovementioned Fed announcement seems to have reversed a slow appreciation trend of the euro.
Overall, these arguments provide some consolation for the fears mentioned above. However, exchange rate developments are diffi cult to predict. Moreover, should the current account surplus of the euro area rise even more or capital fl ows for other reasons turn more strongly towards euro area countries, a stronger appreciation of the euro cannot be ruled out. 
Rebalancing has been retarded by TARGET2 credits in a problematic way
In the context of the debate about TARGET2 imbalances, there has also been the claim that the availability of Eurosystem credits effectively worked as a rescue facility, 6 which impeded or at least signifi cantly retarded the required improvement of current account defi cits in the southern euro area periphery in a problematic way. Euro-US dollar exchange rate (right-hand scale)
